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MEMORANDUM  FOR  U.S.  AMBASSADOR  TO  IRAQ 


DIRECTOR,  IRAQ  RECONSTRUCTION  MANAGEMENT  OFFICE 
COMMANDING  GENERAL,  MULTI-NATIONAL  FORCE-IRAQ 
COMMANDING  GENERAL,  JOINT  CONTRACTING  COMMAND- 


IRAQ/AFGHANISTAN 

COMMANDING  GENERAL,  GULF  REGION  DIVISION, 


US.  ARMY  CORPS  OF  ENGINEERS 


SUBJECT:  Status  of  Medical  Equipment  and  Other  Non-construction  Items  Purchased  for 
Primary  Healthcare  Centers  (SIGIR-06-030) 

We  are  providing  this  audit  report  for  your  information  and  use.  We  performed  the  audit  in 
accordance  with  our  statutory  duties  contained  in  Public  Law  108-106,  as  amended,  which 
requires  that  we  provide  for  the  independent  and  objective  conduct  of  audits,  as  well  as 
leadership  and  coordination  of  and  recommendations  on  policies  designed  to  promote 
economy,  efficiency,  and  effectiveness  in  the  administration  of  programs  and  operations  and 
to  prevent  and  detect  waste,  fraud,  and  abuse.  This  report  discusses  our  review  of  controls 
over  and  utilization  of  medical  consumables  and  other  non-construction  purchases  for  the 
primary  healthcare  centers  project  which  has  been  subject  to  delay  and  de-scoping. 

We  considered  comments  received  on  the  draft  of  this  report  from  the  Joint  Contracting 
Command-Iraq/Afghanistan  and  the  Gulf  Region  Division,  U.S.  Army  Corps  of  Engineers, 
when  preparing  the  final  report.  The  comments  were  addressed  in  the  report,  where 
applicable,  and  copies  of  formal  agency  responses  are  included  in  the  Management 
Comments  section  of  this  report. 

We  appreciate  the  courtesies  extended  to  the  staff.  For  additional  information  on  this  report, 
please  contact  Mr.  Joseph  T.  McDermott,  Assistant  Inspector  General  for  Audit,  (703-604- 
0982  /  joseph.mcdermott@sigir.mil);  or  Mr.  Glenn  Furbish  (914-360-3573/ 
glenn.furbish@iraq.centcom.mil).  For  the  report  distribution,  see  Appendix  C. 


Stuart  W.  Bowen,  Jr. 
Inspector  General 


cc:  See  Distribution 


400  Army  Navy  Drive  •  Arlington,  Virginia  22202 
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January  30,  2007 


Executive  Summary 


Introduction 

In  July  2006,  the  Special  Inspector  General  for  Iraq  Reconstruction  (SIGIR)  issued  a  report  on 
medical  equipment  purchased  by  Parsons  Delaware,  Inc.,  in  support  of  a  contract,  also  issued 
to  Parsons,  to  construct  150  primary  healthcare  centers  (PHC)  throughout  Iraq.'  The  executing 
contractor’s  name  was  changed  to  Parsons  Global  Services,  Inc.,  (hereafter  Parsons)  by  a 
contract  amendment  on  April  8,  2005.  In  addition  to  the  construction.  Parsons  was  to  purchase 

150  sets  of  equipment  for  the  clinics  plus  one  set  for  a  medical  training  facility  (for  a  total  of 

151  sets),  install  the  equipment  in  each  of  the  PHCs,  provide  training  on  the  equipment,  and 
provide  a  12-month  warranty,  at  a  defmitized  cost  of  $70.4  million.  However,  between 
September  8,  2005,  and  March  3,  2006,  the  U.S.  government  made  a  series  of  decisions  to 
cease  construction  on  many  of  the  PHCs  and  the  number  of  PHCs  to  be  completed  by  Parsons 
was  contractually  reduced  from  150  to  20  facilities.  Although  GRD’s  contract  to  construct 
PHC  facilities  through  Parsons  was  significantly  reduced,  the  overall  PHC  construction 
requirement  remained.  GRD  procured  medical  equipment  sets  based  on  this  overall 
requirement.  To  its  credit,  GRD  did  arrange  to  have  the  medical  equipment  sets,  furniture,  and 
consumables  delivered  to  storage  facilities,  thus  reducing  an  extremely  high  risk  of  pilferage 
and  susceptibility  to  damage. 

The  U.S.  Army  Corps  of  Engineers,  Gulf  Region  Division  (GRD),  has  since  negotiated  firm- 
fixed-price  contracts  for  constructing  PHCs,  and  currently  expects  to  complete  136  of  them. 
Along  with  the  six  PHCs  Parsons  completed,  there  are  expected  to  be  a  total  of  142  PHCs  (plus 
the  training  academy  for  a  grand  total  of  143). 

In  April  2006,  we  issued  an  interim  audit  report^  to  alert  management  of  concerns  we  had  on 
how  that  medical  equipment  would  be  accepted,  stored,  secured,  and  used.  Our  July  report  also 
expressed  concerns  about  the  effect  prolonged  storage  would  have  on  the  equipment  warranty 
and  identified  a  “lesson  learned”  for  future  contract  actions  regarding  the  need  to  fully  examine 


'  Review  of  the  Medical  Equipment  Purchased  for  the  Primary  Healthcare  Centers  Associated  with  Parsons 
Global  Services,  Inc.,  Contract  Number  W914NS-04-D-0006,  (SIGIR-06-025,  July  28,  2006). 

^  Interim  Audit  Report  on  the  Review  of  the  Equipment  Purchased  for  Primary  Healthcare  Centers  Associated 
With  Parsons  Global  Services,  Contract  Number  W9I4NS-04-D-0006  (SIGIR-06-016,  April  4,  2006) 
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the  impact  that  changes  to  contract  terms  may  have  on  operational  and  accountability 
requirements. 

This  report  updates  the  status  of  the  medical  equipment  and  discusses  our  review  of  controls 
over  and  use  of  medical  consumables  and  other  non-construction  purchases  for  the  PHC 
project,  which  has  been  subject  to  delay  and  de-scoping. 

Objectives 

We  initiated  this  audit  as  a  review  of  the  medical  consumables  purchased  under  contract 
W27P4B-05-A-5018  for  the  primary  healthcare  centers.  Subsequent  work  led  us  to  expand  the 
scope  of  the  audit  to  include  other  supporting,  non-construction  contracts  as  well.  We  thus 
modified  the  objectives  to  determine: 

•  Were  the  medical  consumables,  medical  equipment,  and  other  non-construction  items 
procured  properly  controlled? 

•  Were  the  plans  for  their  utilization  adjusted  based  on  the  delay  and/or  de-scoping  of  the 
primary  healthcare  centers  project? 


Results 

At  the  time  of  our  July  2006  report  on  medical  equipment,  20  of  the  151  medical  and  dental 
equipment  sets  procured  under  the  Parsons  contract  were  physically  located  at  the  sites  of  20 
PHCs  that  were  fully  or  partially  constructed  by  Parsons.  Another  115  full  or  partial  sets  were 
located  at  a  U.S.  government-controlled  warehouse  located  in  Abu  Ghraib,  Iraq.  Since  then,  15 
additional  sets  of  equipment  have  been  delivered  to  the  warehouse;  the  total  number  of  sets  in 
Abu  Ghraib  was  130,  as  of  July  30,  2006.  The  location  of  one  set  is  unknown. 

Our  July  2006  report  also  stated  that  no  official  government  receipt,  inspection,  or  acceptance 
function  had  been  performed  on  any  of  the  medical  equipment  sets  at  Abu  Ghraib  and  that 
there  were  questions  about  the  equipment  warranty  because  of  the  extended  storage.  As  of 
July  30,  2006,  approximately  $45  million  had  been  disbursed  for  the  medical  equipment  Since 
then,  GRD,  as  the  program  manager  of  the  PHC  project,  has  examined  102  equipment  crates 
that  were  damaged,  and  opened  and  inspected  61  of  the  most  damaged.  GRD  found  that  all  of 
the  equipment  was  accounted  for  in  59  of  the  crates,  and  almost  all  of  the  equipment  was 
missing  in  2  crates.  GRD  did  not  test  the  medical  equipment  to  ensure  that  it  was  in  working 
order.  GRD  did  not  open  the  remaining  crates  to  inventory  the  equipment  because  of  concern 
that  doing  so  without  a  manufacturer’s  representative  present  could  void  any  possible 
remaining  warranty;  however,  GRD  did  take  pictures  to  document  the  status  of  the  equipment. 

On  January  21,  2007,  in  response  to  the  draft  of  this  report,  the  Joint  Contracting  Command- 
Iraq/ Afghanistan  (JCC-I/A),  the  command  that  procured  the  medical  equipment  for  GRD, 
informed  us  that  it  received  a  response  from  one  medical  equipment  manufacturing  contractor 
who  stated  that  the  manufacturer  warranties  on  equipment  are  effective  for  1 5  months  from  the 
invoice  date  or  12  months  from  the  commissioning  date  (whichever  is  sooner).  This 
information  is  consistent  with  GRD’s  January  19,  2007,  response  to  us  on  the  draft  of  this 
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report.  GRD’s  current  plan  is  to  inventory  and  inspect  as  they  install  this  equipment  at  the 
constructed  PHCs. 

We  identified  six  other  non-construction  contracts,  awarded  to  various  contractors,  with  a 
combined  value  of  about  $43  million.  Of  these,  three  were  affected  by  the  termination  of  the 
PHC  construction  task  orders: 

•  a  $22.6  million  contract  for  generators,  transformers,  and  cables 

•  a  $  14.4  million  contract  for  PHC  furniture 

•  a  $5.5  million  contract  for  consumable  medical  supplies^ 

Approximately  $38  million  had  been  disbursed  for  these  three  contracts.  GRD  and  JCC-I/A 
modified  the  generator/transformer  contract  to  have  the  contractor  store  and  secure  the  items 
until  required  at  the  PHC  sites.  GRD  and  JCC-I/A,  however,  did  not  take  effective  action  to 
protect  all  of  the  furniture  and  consumable  medical  supplies.  Specifically: 

•  The  government  contracted  for  142  sets  of  furniture  for  the  PHCs  under  contract  W27P4B- 
05-C-0016.  Six  sets  of  furniture  were  delivered  directly  to  PHC  construction  sites,  90  sets 
were  delivered  to  the  U.S.  government-controlled  warehouse  in  Abu  Ghraib,  and  46  sets 
were  delivered  to  the  Iraqi  Ministry  of  Health  warehouse  in  Erbil.  JCC-I/A  reports  that  the 
furniture  delivered  to  Abu  Ghraib  was  formally  accepted,  inventoried,  and  inspected. 
Damaged  items  were  corrected  by  the  contractor.  However,  the  furniture  at  Erbil  was 
formally  accepted  for  payment  purposes  but  was  not  inventoried  and  inspected.  The 
furniture  at  Erbil  has  also  been  reported  as  damaged.  The  contractor,  however,  was  not 
notified  in  a  timely  manner  and  is  refusing  to  take  responsibility  for  furniture  reported 
damaged  after  delivery. 

•  The  U.S.  government  contracted  for  1 18  sets  of  consumable  medical  supplies  to  provide  a 
90-day  “start-up”  supply  (approximate)  for  each  PHC.  Under  contract  W27P4B-5-A-5018, 
a  total  of  1 12  sets  of  consumable  medical  supplies  were  delivered  to  both  the  Abu  Ghraib 
warehouse  and  the  Iraqi  Ministry  of  Health  warehouse  in  Erbil.  Six  sets  were  delivered 
directly  to  PHCs  under  construction.  GRD  stated  that  they  inventoried  these  medical 
supplies  at  Abu  Ghraib,  but  did  not  open  the  boxes.  At  Erbil  we  found  no  evidence  that  the 
U.S.  government  formally  accepted,  inventoried,  or  inspected  the  items. 

This  report  also  identifies  a  lesson  learned  about  the  need  to  fully  examine  the  potential  impact 
of  changes  in  contract  terms  on  other  supporting  contracts.  In  this  case,  a  construction  contract 
was  terminated,  but  supporting  non-construction  items  had  already  been  ordered.  As  a  result, 
the  U.S.  government  needed  to  develop  plans  to  secure  items  awaiting  construction  completion 
by  new  contractors  on  the  project. 


^  The  remaining  three  contracts  were  a  $100,000  contract  for  consumable  medical  supplies  (for  expedited 
delivery);  a  $63,000  contract  for  copiers  and  printers;  and  a  $379,000  contract  for  furniture  assembly. 


Recommendations 


We  recommend  that  the  Commanding  General,  JCC-I/A,  in  coordination  with  the 

Commanding  General,  GRD,  should  take  these  actions: 

1 .  Conduct  a  complete  inventory  and  inspection  of  furniture  at  the  Erbil  storage  facility  as 
soon  as  practicable. 

2.  Using  the  inventory  list  of  all  furniture  items  currently  stored  at  the  Erbil  storage  facility, 
take  appropriate  actions  to  recoup  the  cost  of  all  items  found  missing  or  damaged,  or 
determine  how  this  missing  or  damaged  furniture  will  be  replaced. 

3.  Conduct  a  complete  inventory  and  inspection  of  all  of  the  consumable  medical  supplies  as 
soon  as  practicable. 

4.  Using  the  inventory  list  of  consumable  medical  supplies  currently  stored  at  both  the  Abu 
Ghraib  and  Erbil  storage  facilities,  take  appropriate  action  to  recoup  the  cost  of  all  items 
found  missing  or  damaged  or,  if  the  items  can  not  be  replaced  by  the  contractor,  determine 
how  these  items  will  be  replaced. 


Management  Comments  and  Audit  Response 

We  received  written  comments  on  a  draft  of  this  report  from  JCC-I/A  and  GRD  officials  who 
generally  concurred  with  our  findings  and  recommendations.  Actions  are  planned  or  underway 
to  implement  the  recommendations.  The  comments  received  were  fully  responsive.  These 
officials  also  provided  technical  comments  which  we  have  incorporated  in  the  report  where 
appropriate. 


Introduction 


Background 

In  November  2003,  $18.6  billion  was  appropriated  under  the  Emergency  Supplemental 
Appropriations  Act  for  Defense  and  the  Reconstruction  of  Iraq  and  Afghanistan  (Public  Law 
108-106).  The  law  created  the  Iraq  Relief  and  Reconstruction  Fund  (IRRF), 

$18.4  billion  of  the  appropriation  was  designated  for  Iraq.  Projects  in  the  health  care  sector 
include  nationwide  hospital  and  clinic  improvements,  equipment  procurement  and 
modernization,  and  construction  of  a  pediatric  facility. 

In  March  2004  the  U.S.  government  awarded  contract  W914NS-04-D-0006  to  Parsons 
Delaware,  Inc.,  to  construct,  among  other  things,  150  primary  healthcare  centers  (PHCs) 
throughout  Iraq.  The  executing  contractor’s  name  was  changed  to  Parsons  Global  Services, 
Inc.,  (Parsons)  by  a  contract  amendment  on  April  8,  2005.  Contract  task  orders  4,  1 1,  and  12 
provided  for  the  design  and  construction  of  the  150  PHCs  at  a  defmitized  cost  of  about  $88.5 
million.  In  addition,  the  three  task  orders  provided  for  the  delivery  and  installation  of  medical 
and  dental  equipment  at  each  center  plus  one  set  of  equipment  for  a  medical  training  facility 
(for  a  total  of  151  sets).  The  medical  equipment  to  be  installed  at  each  center  includes  x-ray 
equipment,  hematology  analyzer,  exam  tables,  patient  beds,  defibulator,  EEG,  ventilator, 
incubator,  and  other  equipment.  The  dental  equipment  to  be  installed  at  each  center  includes 
dental  chairs,  lights,  cabinets,  instruments,  supplies,  and  other  equipment.  The  total  defmitized 
cost  of  the  equipment  for  the  150  PHCs  plus  a  medical  training  academy  is  approximately 
$70.4  million.  Included  in  the  defmitized  cost  for  the  medical  equipment  was  the  requirement 
for  Parsons  to  install  and  test  the  equipment,  train  clinic  personnel  on  the  use  of  the  equipment, 
and  provide  a  12  month  warranty  on  the  installed  equipment. 

Between  September  8,  2005,  and  March  3,  2006,  the  U.S.  government  made  a  series  of 
decisions  to  issue  stop  work  orders  to  Parsons  that  reduced  the  total  number  of  PHCs  to  be 
completed  by  Parsons  from  150  to  20  facilities.  The  causes  and  impact  are  reported  in  our  prior 
audit  report.  Management  of  the  Primary  Healthcare  Centers  Construction  Projects.^ 

Although  GRD’s  contract  to  construct  PHC  facilities  through  Parsons  was  significantly 
reduced,  the  overall  PHC  construction  requirement  remained.  GRD  procured  medical 
equipment  sets  based  on  this  overall  requirement.  To  its  credit,  GRD  did  arrange  to  have  the 
medical  equipment  sets,  furniture,  and  consumables  delivered  to  storage  facilities,  thus 
reducing  an  extremely  high  risk  of  pilferage  and  susceptibility  to  damage.  GRD  has  since 
negotiated  firm-fixed-price  contracts  for  constructing  PHCs,  and  currently  expects  to  complete 
136  of  them.  Along  with  the  six  PHCs  Parsons  completed,  there  are  expected  to  be  a  total  of 
142  PHCs  (plus  the  training  academy  for  a  grand  total  of  143). 


^  See  Management  of  the  Primary  Healthcare  Centers  Construction  Projects  (SIGIR-06-01 1,  April  29,  2006). 
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Prior  SIGIR  Reports 


In  addition  to  our  report  on  the  healthcare  center  construction  project  discussed  above,  we  have 
issued  two  additional  audit  reports  on  concerns  with  the  Parsons  contract.  In  March  2006,  we 
initiated  an  audit  to  determine  if  medical  equipment  associated  with  primary  healthcare  centers 
was  properly  accounted  for.  In  April  2006,  we  issued.  Interim  Audit  Report  on  the  Review  of 
Equipment  Purchased  for  Primary  Healthcare  Centers  Associated  with  Parsons  Global 
Services,  Contract  Number  W914NS-04-D-0006  (SIGIR-06-016,  April  4,  2006),  to  alert 
responsible  U.S.  government  agencies  of  our  concerns  over  certain  events  that  were  scheduled 
to  occur  before  our  audit  was  complete  and  our  final  report  issued.  These  concerns  included: 
(1)  the  lack  of  written  plans  for  the  acceptance  storage,  and  use  of  the  131  medical  equipment 
sets  to  be  delivered  by  Parson  in  April  2006  that  were  in  excess  to  the  current  PHC  needs  as  a 
result  of  reducing  the  number  of  PHCs  to  be  constructed  from  150  to  20,  and  the  non¬ 
construction  of  the  medical  training  academy  (whose  construction  was  not  part  of  the  Parsons 
contract);  (2)  the  need  to  ensure  U.S.  government  accountability  of  the  equipment  upon 
delivery  to  the  Iraqi  Ministry  of  Health  warehouse  in  Erbil,  Iraq  by  Parsons;  and  (3)  U.S. 
government’s  inability  to  ensure  proper  protection  and  accountability  of  equipment  stored  in  an 
Iraqi  warehouse. 

In  July  2006,  we  issued,  Review  of  the  Medical  Equipment  Purchased  for  the  Primary 
Healthcare  Centers  Associated  with  Parsons  Global  Services,  Inc.,  Contract  Number  W914NS- 
04-D-0006  (SIGIR-06-025,  July  28,  2006).  This  report  stated  that  GRD  and  JCC-I/A  had 
decided  not  to  store  any  equipment  at  the  Iraqi  Ministry  of  Health  warehouse,  but  to  require 
Parsons  to  deliver  all  131  extra  equipment  sets  to  the  U.S.  government-controlled  warehouse 
located  in  Abu  Ghraib,  Iraq.  This  decision  alleviated  our  concern  over  security  of  the 
equipment  if  stored  in  an  Iraqi  warehouse.  The  report,  however,  identified  a  number  of 
additional  concerns  including  (1)  neither  JCC-I/A  nor  GRD  took  appropriate  actions  to  ensure 
that  medical  equipment  delivered  to  the  Abu  Ghraib  warehouse  was  properly  accepted, 
inspected,  and  inventoried  by  any  authorized  U.S.  government  representative;  (2)  a  large 
number  of  the  equipment  shipping  crates  had  some  type  of  visual  damage;  and  (3)  there  was  a 
question  about  whether  the  12-month  warranty  provided  by  Parsons  as  part  of  the  basic 
equipment  purchase  contract  would  continue  to  apply  given  the  delayed  delivery  to  and 
installation  in  the  PHCs. 

This  report  updates  the  status  of  the  medical  equipment  and  discusses  our  review  of  controls 
over  and  use  of  medical  consumables  and  other  non-construction  purchases  for  the  PHC 
project,  which  has  been  subject  to  delay  and  de-scoping.  Although  GRD’s  contract  to  construct 
PHC  facilities  through  Parsons  was  significantly  reduced,  the  overall  PHC  construction 
requirement  remained.  GRD  procured  medical  equipment  sets  based  on  this  overall 
requirement.  To  its  credit,  GRD  did  arrange  to  have  the  medical  equipment  sets,  furniture,  and 
consumables  delivered  to  storage  facilities,  thus  reducing  an  extremely  high  risk  of  pilferage 
and  susceptibility  to  damage. 
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Objectives 


We  initiated  this  audit  as  a  review  of  the  medical  consumables  purchased  under  contract 
number  W27P4B-05-A-5018  for  the  primary  healthcare  centers.  Subsequent  work  led  us  to 
expand  the  scope  of  the  audit  to  include  other  supporting  non-construction  contracts  as  well. 
The  objectives  of  this  audit  were  to  determine  the  current  status  of  the  medical  equipment  and 
other  non-construction  items  associated  with  the  primary  healthcare  centers  and  to  determine  if 
there  was  proper  planning  for  other  contracts  supporting  the  PHC  project  when  it  was 
terminated.  Thus,  the  objectives  of  this  review  were  modified  to  determine: 

•  Were  the  medical  consumables,  medical  equipment,  and  other  non-construction  items 
procured  properly  controlled? 

•  Were  the  plans  for  the  plans  for  their  utilization  adjusted  based  on  the  delay  and/or  de¬ 
scoping  of  the  primary  healthcare  centers  project? 

For  a  discussion  of  the  audit  scope  and  methodology,  and  a  summary  of  prior  coverage,  see 
Appendix  A.  For  definitions  of  the  acronyms  used  in  this  report,  see  Appendix  B.  For  a 
distribution  list  of  this  report,  see  Appendix  C.  For  a  list  of  audit  team  members,  see  Appendix 
D. 
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Medical  Equipment  Sets 


Our  July  28,  2006,  report  stated  that  no  official  government  receipt,  inspection,  or  acceptance 
function  had  been  performed  on  any  of  the  medical  equipment  sets  at  Abu  Ghraib.  We  also 
reported  that  GRD  was  uncertain  about  the  effect  that  the  delayed  delivery  and  installation  at 
PHCs  would  have  on  the  equipment  warranty.  Since  then,  GRD  has  inspected  some  damaged 
equipment  crates  but  has  been  reluctant  to  inspect  the  remaining  undamaged  crates  to  inventory 
the  equipment  because  of  concerns  that  doing  so  without  a  manufacturer’s  representative 
present  could  void  any  possible  warranty  remaining.  Recently,  the  Joint  Contracting 
Command-Iraq/Afghanistan  (JCC-I/A),  the  command  that  procured  the  medical  equipment  for 
GRD,  obtained  warranty  information  from  one  medical  equipment  manufacturer. 

Medical  Equipment  Inventory 

At  the  time  of  our  July  28,  2006  report,  20  of  the  151  medical  and  dental  equipment  sets 
procured  under  the  Parsons  contract  were  physically  located  at  the  sites  of  20  PHCs  that  were 
fully  or  partially  constructed  by  Parsons.  Another  115  full  or  partial  sets  were  located  at  a  U.S. 
government-controlled  warehouse  located  in  Abu  Ghraib,  Iraq.  The  warehouse  is  operated  by 
PWC  Logistics.  Since  then,  the  PWC  Logistics  automated  warehouse  system  shows  that  an 
additional  1 5  sets  of  equipment  have  been  delivered  to  the  warehouse;  the  total  number  of  sets 
stored  in  the  Abu  Ghraib  warehouse  was  130,  as  of  July  30,  2006.  The  location  of  one  set  is 
unknown.  About  $45  million  had  been  disbursed  for  the  medical  equipment  as  of  July  30, 

2006. 

Although  we  recommended  that  GRD  coordinate  with  JCC-I/A  and  conduct  a  complete 
inventory  and  inspection  of  all  of  the  medical  equipment  currently  stored  in  the  PWC  logistics 
warehouse,  as  of  December  2006,  only  a  limited  inspection  has  been  performed.  Our  concern 
about  the  condition  of  the  equipment  was  driven  in  large  part  by  an  inspection  we  conducted  of 
the  medical  equipment  crates  in  May  2006.  That  inspection  found  a  large  number  of  heavily 
damaged  crates  with  signs  that  equipment  may  be  missing.  Other  crates  had  signs  of  rough 
handling  during  the  delivery  process  which,  because  of  the  sensitivity  of  some  of  the  medical 
equipment,  could  indicate  that  equipment  was  damaged.  To  its  credit,  in  September  2006,  GRD 
conducted  an  inspection  of  102  damaged  crates.  Of  the  102  crates,  41  were  not  opened  because 
the  damage  to  the  crates  appeared  minimal.  However,  the  remaining  61  crates  were  opened  and 
the  contents  inspected.  The  inspection  found  that  all  of  the  items  were  accounted  for  in  59  of 
the  crates,  and  almost  all  of  the  items  were  missing  in  2  crates.  GRD  did  not  test  the  medical 
equipment  to  ensure  that  it  was  in  working  order.  GRD  did  not  open  the  remaining  crates  to 
inventory  the  equipment  because  of  concern  that  doing  so  without  a  manufacturer’s 
representative  present  could  void  any  possible  remaining  warranty;  however,  it  did  take 
pictures  to  document  the  status  of  the  equipment.  GRD’s  current  plan  is  to  open  the  crates  at 
the  respective  PHCs. 

In  responding  to  a  recommendation  made  in  the  draft  of  this  report  to  conduct  an  inventory  and 
inspection  as  soon  as  possible,  GRD  responded  that  it  believes  that  conducting  inventories  and 
equipment  functionality  tests  at  the  warehouse  would  have  limited  or  no  value  in  determining 
responsibility  for  missing  or  broken  items.  Since  the  U.S.  Government  has  already  received  the 
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materials  and  equipment,  it  is  already  out  of  supplier  or  manufacturer  control  and  “after-the- 
facf  ’  inspections  at  the  warehouse  would  likely  be  disputed.  In  addition,  in  order  to  test 
equipment  for  functionality  at  the  warehouse,  the  items  will  first  have  to  be  uncrated  and 
assembled  by  a  professional  medical  equipment  team.  Providing  adequate  connections  to  the 
necessary  infrastructure  would  be  problematic  at  best  and,  following  testing,  the  equipment 
would  have  to  be  disassembled,  re-packaged,  and  re-crated  in  order  to  be  shipped  to  the 
ultimate  destination.  GRD  also  provided  that  it  believes  that  equipment  testing  in  a  warehouse 
environment  may  be  confusing  or  inconclusive,  as  the  results  of  warehouse  testing  may  be 
inconsistent  with  the  results  of  tests  conducted  in  an  environment  where  the  equipment  would 
normally  be  used.  We  agree  with  this  plan  and  modified  this  recommendation  based  on  the 
inventory  actions  already  taken  and  planned  approach  for  testing  the  medical  equipment. 

Medical  Equipment  Warranty 

The  need  to  expeditiously  account  for  and  inspect  the  medical  equipment  is  driven  by 
uncertainty  about  the  equipment  warranty.  The  Parsons  contract  required  that  the  medical 
equipment  purchased  for  the  PHCs  include  a  12-month  warranty.  GRD  previously  told  us  that 
it  believes  that  the  warranty  takes  effect  upon  installation  of  the  equipment  in  the  PHCs. 
However,  JCC-I/A  has  been  unable  to  provide  any  documentation  that  describes  the  precise 
terms  of  the  warranty  agreement.  The  original  plan  anticipated  that  medical  equipment  would 
be  delivered  directly  to  the  PHCs  for  installation.  In  our  July  2006  report  we  expressed  our 
concerns  about  the  possible  effect  that  extended  storage  may  have  on  the  warranty  and 
recommended  that  JCC-I/A,  in  coordination  with  GRD  clarify  the  warranty  status.  However,  in 
a  written  response  to  our  follow-up  questions,  JCC-I/A  reported  that  it  is  still  in  the  process  of 
gathering  warranty  information  from  Parsons  and  has  not  yet  contacted  the  equipment 
manufacturers.  On  January  21,  2007,  in  response  to  the  draft  of  this  report,  JCC-I/A  informed 
us  that  it  received  a  response  from  one  medical  equipment  manufacturing  contractor  who  stated 
that  the  manufacturer  warranties  on  equipment  are  effective  for  1 5  months  from  the  invoice 
date  or  12  months  from  the  commissioning  date  (whichever  is  sooner).  This  information  is 
consistent  with  GRD’s  January  19,  2007,  response  to  us  on  the  draft  of  this  report. 

In  our  July  2006  report  we  expressed  our  concerns  about  the  possible  effect  that  extended 
storage  may  have  on  the  warranty  and  recommended  that  JCC-I/A,  in  coordination  with  GRD 
clarify  the  warranty  status.  Based  on  this  new  information  on  the  warranties  being  effective  for 
15  months  from  the  invoice  date,  we  are  still  concerned.  Installation  of  what  set  of  medical 
equipment  goes  where  needs  to  be  identified  by  invoice  date  as  to  take  advantage  of  any 
warranties  remaining  available. 
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other  Non-construction  Items 


We  identified  six  other  non-construction  contracts,  awarded  to  various  contractors,  with  a 
combined  value  of  about  $43  million.  Of  these  three  were  significantly  affected  by  the 
termination  of  the  PHC  construction  task  orders: 

•  a  $22.6  million  contract  for  generators,  transformers,  and  cables 

•  a  $14.4  million  contract  for  PHC  furniture 

•  a  $5.5  million  contract  for  consumable  medical  supplies 

Approximately  $38  million  had  been  disbursed  for  these  three  contracts.  The  three  other  non¬ 
construction  contracts  were  a  $63,000  contract  for  copiers  and  printers;  a  $100,000  contract  for 
consumable  medical  supplies;  and  a  $378,000  contract  for  furniture  assembly. 

GRD  and  JCC-I/A  modified  the  generator/transformer  contract  to  have  the  contractor  store  and 
secure  the  items  until  required  at  the  PHC  sites.  GRD  and  JCC-I/A,  however,  did  not  take 
effective  action  to  protect  all  of  the  furniture  and  consumable  medical  supplies. 

Generators,  Transformers,  and  Cables 

JCC-I/A  contracted  for  generators,  transformers,  and  cables  for  the  PHCs  under  contract 
W27P4B-05-0015.  The  contract  has  a  value  of  $22.6  million.  As  of  July  30,  2006, 

$18.0  million  had  been  disbursed;  specifically,  $6.8  million  of  total  obligations  for  the 
transformers  and  $1 1.2  million  (of  $15.6  million  obligated)  for  the  generators.  This  contract 
was  modified  at  a  cost  of  $1.3  million  to  have  the  contractor  store  and  secure  the  generators 
and  transformers  until  required  at  the  PHC  sites. 

Furniture 

The  government  contracted  for  142  sets  of  furniture  for  the  PHCs  under  contract  W27P4B-05- 
C-0016.  The  contract  has  a  value  of  $14.4  million  and  JCC-I/A  reported  that  all  funds  on  the 
contract  had  been  disbursed.  According  to  JCC-I/A,  6  sets  were  delivered  directly  to  PHCs,  46 
sets  were  delivered  to  the  Iraqi  Ministry  of  Health  warehouse  in  Erbil,  and  90  sets  were 
delivered  to  the  U.S.  government-controlled  warehouse  in  Abu  Ghraib.  JCC-I/A  reports  that 
the  furniture  delivered  to  Abu  Ghraib  was  formally  accepted,  inventoried  and  inspected.  We 
previously  observed  that  some  furniture  stored  at  Abu  Ghraib  was  damaged,  including  broken 
mirrors  and  damaged  chairs.  JCC-I/A  told  us  that  all  problems  were  corrected  by  the 
contractor.  However,  according  to  JCC-I/A  officials,  the  furniture  at  Erbil  was  formally 
accepted  for  payment  purposes,  but  was  not  inventoried  or  inspected.  Approximately  four 
weeks  after  delivery,  the  Iraqi  Ministry  of  Health  notified  JCC-I/A  of  damaged  furniture.  The 
contractor,  however,  was  not  notified  in  a  timely  manner  and  is  refusing  to  take  responsibility 
for  furniture  reported  damaged  after  delivery.  According  to  GRD,  it  sent  two  employees  to 
Erbil  in  April  2006  to  verify  the  receipt  of  the  furniture  and  they  determined  that  a  follow-up 
trip  would  be  necessary  to  fully  account  for  and  inspect  the  goods.  However,  on  November  15, 
2006,  GRD  informed  us  that  the  inspection  had  not  occurred.  Because  a  formal  inventory  and 
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inspection  process  was  not  followed,  the  opportunity  to  obtain  compensation  from  the 
contractor  for  the  damage  is  at  risk 

Consumable  Medical  Supplies 

A  similar  situation  as  exists  for  the  furniture  exists  for  the  consumable  medical  supplies.  The 
U.S.  government  contracted  for  1 18  sets  of  consumable  medical  supplies  to  provide  a  90-day 
“start-up”  supply  (approximate)  for  each  PHC^.  Contract  W27P4B-5-A-5018,  has  a  value  of 
$5.5  million  and  JCC-I/A  reports  that  all  funds  on  the  contract  have  been  disbursed.^ 
According  to  GRD,  46  sets  were  delivered  to  the  Iraqi  Ministry  of  Health  warehouse  in  Erbil 
and  66  sets  along  with  some  miscellaneous  overages  were  delivered  to  the  U.S.  government- 
controlled  warehouse  in  Abu  Ghraib.  Six  sets  were  delivered  directly  to  PHCs  under 
construction.  GRD  stated  that  they  inventoried  the  medical  supplies  at  Abu  Ghraib,  but  did  not 
open  the  boxes.  At  Erbil,  the  consumable  supplies  were  accepted  for  payment  purposes,  but 
were  not  inspected  or  inventoried.  Nonetheless,  payment  for  the  supplies  was  made.  GRD 
reports  that  it  sent  two  employees  to  Erbil  in  April  2006  to  verify  the  receipt  of  the  furniture 
and  the  medical  consumables,  however,  the  employees  determined  that  a  follow-up  trip  would 
be  necessary.  That  inspection  has  not  yet  taken  place. 


^  GRD  told  us  that  only  118  sets  of  consumables  were  ordered  for  the  150  PHCs  due  to  funding  constraints  at  the 
time  of  the  order.  The  expectation  was  that  the  quantity  of  consumables  procured  would  be  sufficient  for  “start¬ 
up”  and  that  the  remaining  consumables  could  be  procured  later  when  funding  constraints  were  removed. 

®  There  was  also  a  $100,000  disbursement  made  (contract  W91GET-06-M-1017  for  expedited  delivery)  for 
consumable  medical  supplies. 
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Conclusion  and  Recommendations 


Conclusion 

In  April  2006,  we  issued  an  interim  audit  report  that  expressed  our  concern  about  the 
government’s  plans  to  store  excess  medical  equipment  sets  resulting  from  GRD’s  decision  to 
reduce  the  number  of  public  healthcare  centers  to  be  built  under  the  Parson’s  contract.  In  the 
course  of  our  audit  we  brought  our  concerns  to  appropriate  U.S.  government  officials  and 
received  verbal  confirmation  that  the  equipment  acceptance  and  storage  issues  were  being 
worked  with  all  concerned  and  would  be  fully  coordinated  and  implemented  to  ensure 
accountability  and  effective  utilization.  As  a  result,  GRD  decided  not  to  store  equipment  in  an 
Iraqi-controlled  warehouse.  In  July  2006,  we  issued  our  final  report  on  the  equipment  and 
included  a  lesson  learned  regarding  the  need  to  fully  examine  the  potential  impact  that  changes 
to  contract  terms  may  have  on  accountability  requirements.  Little  else  has  been  done  with  this 
equipment  since  our  last  report.  We  believe  that  the  U.S.  government  needed  to  develop  plans 
to  secure  items  awaiting  construction  completion  by  new  contractors  on  the  project. 

The  medical  equipment  is  in  storage  at  a  U.S.  government-controlled  warehouse,  and  GRD 
conducted  a  partial  inspection  of  damaged  crates.  The  remaining  crates  have  not  been 
inspected,  or  inventoried,  creating  a  significant  risk  that  the  government  will  ultimately  bear 
responsibility  for  any  missing  or  damaged  items.  GRD’s  current  plan  is  to  inventory  and 
inspect  as  they  install  this  equipment  at  the  constructed  PHCs.  We  agree  that  this  is  the  best 
course  of  action.  However,  in  our  July  2006  report  we  expressed  our  concerns  about  the 
possible  effect  that  extended  storage  may  have  on  the  warranty  and  recommended  that  JCC- 
I/A,  in  coordination  with  GRD  clarify  the  warranty  status.  Based  on  new  information  obtained 
by  JCC-I/A  on  the  warranties  being  effective  for  15  months  from  the  invoice  date  or  12  months 
from  the  commissioning  date  (whichever  is  earlier),  we  are  still  concerned.  Installation  of 
what  set  of  medical  equipment  goes  where  needs  to  be  identified  by  invoice  date  as  to  take 
advantage  of  any  warranties  remaining  available. 

We  also  identified  two  supporting  non-construction  contracts,  for  furniture  and  consumable 
medical  supplies,  for  which  U.S.  government  agencies  did  not  take  appropriate  action  to 
address  the  need  for  an  inspection  and  inventory  of  the  items  purchased.  As  with  the  medical 
equipment,  this  creates  a  risk  that  the  U.S.  government  will  bear  responsibility  for  missing  or 
damaged  items. 

Recommendations 

We  recommend  that  the  Commanding  General,  JCC-I/A,  in  coordination  with  the 
Commanding  General,  GRD,  should  take  these  actions: 

1 .  Conduct  a  complete  inventory  and  inspection  of  furniture  at  the  Erbil  storage  facility  as 
soon  as  practicable. 
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2.  Using  the  inventory  list  of  all  furniture  items  currently  stored  at  the  Erbil  storage  facility, 
take  appropriate  actions  to  recoup  the  cost  of  all  items  found  missing  or  damaged,  or 
determine  how  this  missing  or  damaged  furniture  will  be  replaced. 

3.  Conduct  a  complete  inventory  and  inspection  of  all  of  the  consumable  medical  supplies  as 
soon  as  practicable. 

4.  Using  the  inventory  list  of  consumable  medical  supplies  currently  stored  at  both  the  Abu 
Ghraib  and  Erbil  storage  facilities,  take  appropriate  action  to  recoup  the  cost  of  all  items 
found  missing  or  damaged  or,  if  the  items  can  not  be  replaced  by  the  contractor,  determine 
how  these  items  will  be  replaced. 


Management  Comments  and  Audit  Response 

We  received  written  comments  on  a  draft  of  this  report  from  JCC-I/A  and  GRD  officials  who 
generally  concurred  with  our  findings  and  recommendations.  Actions  are  planned  or  underway 
to  implement  the  recommendations.  The  comments  received  were  fully  responsive.  These 
officials  also  provided  technical  comments  which  we  have  incorporated  in  the  report  where 
appropriate. 
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Appendix  A  -  Scope  and  Methodology 


In  May  2006,  we  initiated  the  audit  (Projeet  6018)  as  a  review  of  the  medieal  consumables 
purchased  under  contract  W27P4B-05-A-5018  for  the  PHCs,  but  subsequent  work  led  us  to 
expand  the  scope  of  the  audit  to  include  other  non-construction  contracts  as  well.  We  thus 
modified  the  objectives  to  determine  (1)  if  the  medical  consumables,  medical  equipment,  and 
other  non-construction  items  procured  were  properly  controlled,  and  (2)  if  the  plans  for  their 
utilization  were  adjusted  based  on  the  delay  and/or  de-scoping  of  the  primary  healthcare 
centers  project. 

To  determine  the  current  status  of  the  medical  consumables,  medical  equipment,  and  other 
non-construction  items  we  reviewed  the  equipment  purchase  documentation  gathered  during 
our  earlier  review  of  medical  equipment  and  updated  it  through  interviews  of  responsible 
GRD,  JCC-I/A  and  Iraq  Reconstruction  Management  Office  personnel.  We  also  observed  the 
condition  of  the  crates  of  medical  equipment,  furniture,  and  consumables  stored  at  the  PWC- 
Logistics  warehouse  in  Abu  Ghraib,  Iraq,  on  May  9-10,  2006.  We  documented  many  of  our 
observations  at  the  warehouse  with  digital  pictures  and  videos. 

To  determine  if  plans  for  the  utilization  of  the  medical  consumables,  medical  equipment,  and 
other  non-construction  items  were  adjusted,  we  interviewed  responsible  GRD,  JCC-I/A  and 
Iraq  Reconstruction  Management  Office  personnel. 

We  performed  this  audit  from  May  2006  through  November  2006  in  accordance  with  generally 
accepted  government  auditing  standards. 

Use  of  Computer-Processed  Data 

We  did  not  use  computer-processed  data  in  the  performance  of  this  audit. 

Prior  Coverage 

Prior  reports  related  to  Primary  Healthcare  Centers  issued  by  the  Office  of  the  Special 
Inspector  General  for  Iraq  Reconstruction  (SIGIR)  can  be  accessed  on  its  website 
htfr)://www.sigir.mil. 


•  Review  of  the  Medical  Equipment  Purchased  for  the  Primary  Healthcare  Centers 
Associated  With  Parsons  Global  Services  Inc.,  Contract  Number  W914NS-04-D-0006 
(SIGIR-06-025,  July  28,  2006),  concluded  that  U.S.  government  agencies  did  not  take 
appropriate  actions  to  ensure  that  the  medical  equipment  delivered  to  the  Abu  Ghraib 
warehouse  was  properly  inventoried,  inspected,  or  accepted  by  any  authorized 
representative.  Therefore,  the  U.S.  government  did  not  know  what  medical  equipment  had 
been  delivered  to  the  warehouse  or  the  condition  of  the  equipment  upon  delivery.  The 
accountability  failure  makes  determining  who  has  responsibility  for  missing  or  damaged 
equipment  difficult,  if  not  impossible. 
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•  Management  of  the  Primary  Healthcare  Centers  Construction  Projects  (SIGIR-06-01 1, 
April  29,  2006),  concluded  overall  that  management  of  the  primary  healthcare  centers 
construction  projects  could  have  been  better  executed  between  March  25,  2004  and  early 
July  2005.  In  July  2005,  when  government  managers  recognized  that  the  PHC  construction 
program  was  in  trouble,  they  started  a  series  of  actions  eventually  resulting  in  a  reduction 
in  the  number  of  centers  to  be  delivered  from  the  150  to  20.  Approximately  121  centers 
remained  partially  completed.  Because  of  a  strong  commitment  by  both  U.S.  and  Iraqi 
government  managers,  efforts  are  under  way  to  identify  the  required  funds  to  finalize  these 
centers  for  the  benefit  of  the  Iraqi  citizens. 

•  Interim  Audit  Report  on  the  Review  of  the  Equipment  Purchased  for  Primary  Healthcare 
Centers  Associated  With  Parsons  Global  Services,  Contract  Number  W914NS-04-D-0006 
(SIGIR-06-01 6,  April  4,  2006),  was  issued  to  alert  management  to  our  concerns  that  certain 
planned  events  may  have  on  the  accountability  for  and  utilization  of  the  medical  equipment 
and  to  provide  management  timely  information  on  these  potential  events  and  the 
opportunity  to  take  corrective  actions  to  reduce  the  risk  of  accountability  shortfalls 
associated  with  these  events.  These  concerns  included  (1)  the  need  to  prepare  alternative 
plans  for  the  utilization  of  13 1  medical  equipment  sets  to  be  delivered  by  Parsons  that  were 
excess  to  current  PHC  needs,  (2)  the  need  to  ensure  U.S.  government  accountability  of  the 
equipment  upon  delivery  to  the  Ministry  of  Health  warehouse  at  Erbil,  and  (3)  U.S. 
government’s  inability  to  ensure  proper  protection  and  accountability  of  equipment  to  be 
stored  in  an  Iraqi  warehouse. 
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Appendix  B  -  Acronyms 


GRD 

JCC-I/A 

PHC 

SIGIR 


Gulf  Region  Division,  U.S.  Army  Corps  of  Engineers 
Joint  Contracting  Command-Iraq/ Afghanistan 
Primary  Healthcare  Center 
Special  Inspector  General  for  Iraq  Reconstruction 
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Appendix  C  -  Report  Distribution 


Department  of  State 

Secretary  of  State 

Senior  Advisor  to  the  Secretary  and  Coordinator  for  Iraq 

Director  of  U.S.  Foreign  Assistance/ Administrator,  U.S.  Agency  for  International 
Development 

Director,  Office  of  Iraq  Reconstruction 
Assistant  Secretary  for  Resource  Management/Chief  Financial  Officer, 

Bureau  of  Resource  Management 
U.S.  Ambassador  to  Iraq 

Director,  Iraq  Reconstruction  Management  Office 
Mission  Director-Iraq,  U.S.  Agency  for  International  Development 
Inspector  General,  Department  of  State 

Department  of  Defense 

Secretary  of  Defense 
Deputy  Secretary  of  Defense 

Under  Secretary  of  Defense  (Comptroller)/Chief  Financial  Officer 
Deputy  Chief  Financial  Officer 
Deputy  Comptroller  (Program/Budget) 

Deputy  Assistant  Secretary  of  Defense-Middle  East,  Office  of  Policy/Intemational 
Security  Affairs 

Inspector  General,  Department  of  Defense 
Director,  Defense  Contract  Audit  Agency 
Director,  Defense  Finance  and  Accounting  Service 
Director,  Defense  Contract  Management  Agency 

Department  of  the  Army 

Assistant  Secretary  of  the  Army  for  Acquisition,  Logistics,  and  Technology 

Principal  Deputy  to  the  Assistant  Secretary  of  the  Army  for  Acquisition,  Logistics, 
and  Technology 

Deputy  Assistant  Secretary  of  the  Army  (Policy  and  Procurement) 

Director,  Project  and  Contracting  Office 

Commanding  General,  Joint  Contracting  Command-Iraq/ Afghanistan* 

Assistant  Secretary  of  the  Army  for  Financial  Management  and  Comptroller 
Chief  of  Engineers  and  Commander,  U.S.  Army  Corps  of  Engineers 
Commanding  General,  Gulf  Region  Division* 

Chief  Financial  Officer,  U.S.  Army  Corps  of  Engineers 
Auditor  General  of  the  Army 

U.S.  Central  Command 

Commanding  General,  Multi-National  Force-Iraq 
Commanding  General,  Multi-National  Corps-Iraq 

Commanding  General,  Multi-National  Security  Transition  Command-Iraq 
Commander,  Joint  Area  Support  Group-Central 


13 


other  Federal  Government  Organizations 

Director,  Office  of  Management  and  Budget 
Comptroller  General  of  the  United  States 
Inspector  General,  Department  of  the  Treasury 
Inspector  General,  Department  of  Commerce 
Inspector  General,  Department  of  Health  and  Human  Services 
Inspector  General,  U.S.  Agency  for  International  Development 
President,  Overseas  Private  Investment  Corporation 
President,  U.S.  Institute  for  Peace 


Congressional  Committees  and  Subcommittees,  Chairman  and 
Ranking  Minority  Member 

U.S.  Senate 

Senate  Committee  on  Appropriations 
Subcommittee  on  Defense 

Subcommittee  on  State,  Foreign  Operations  and  Related  Programs 
Senate  Committee  on  Armed  Services 
Senate  Committee  on  Foreign  Relations 

Subcommittee  on  International  Operations  and  Terrorism 
Subcommittee  on  Near  Eastern  and  South  Asian  Affairs 
Senate  Committee  on  Homeland  Security  and  Governmental  Affairs 

Subcommittee  on  Federal  Financial  Management,  Government  Information  and 
International  Security 

Subcommittee  on  Oversight  of  Government  Management,  the  Federal  Workforce,  and 
the  District  of  Columbia 

U.S.  House  of  Representatives 

House  Committee  on  Appropriations 
Subcommittee  on  Defense 

Subcommittee  on  Foreign  Operations,  Export  Financing  and  Related  Programs 
Subcommittee  on  Science,  State,  Justice  and  Commerce  and  Related  Agencies 
House  Committee  on  Armed  Services 
House  Committee  on  Government  Reform 

Subcommittee  on  Management,  Finance  and  Accountability 
Subcommittee  on  National  Security,  Emerging  Threats  and  International  Relations 
House  Committee  on  International  Relations 
Subcommittee  on  Middle  East  and  Central  Asia 


*Recipient  of  the  draft  audit  report. 
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Appendix  D  -  Audit  Team  Members 


This  report  was  prepared  and  the  review  was  conducted  under  the  direction  of  Joseph  T. 
McDermott,  Assistant  Inspector  General  for  Audit,  Office  of  the  Special  Inspector  General  for 
Iraq  Reconstruction.  The  staff  members  who  contributed  to  this  report  include: 

Karen  Bell 

Glenn  Furbish 

W.  Dan  Haigler 

William  E.  Shimp 

Clifton  Spruill 
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Management  Comments 

Joint  Contracting  Command-Iraq/Afghanistan 


lIF.ADQtrARTF.ns 

f  O I N  r  <  <  1  N'l  II  AC  Tl  St;  COM  mam  D  1 RAQ/AFG  HAM  ST  AM 
APO  AR  0^348 

Re-ply  |:-i 

I  icM'  XK'.,  -I  21  jajifciHJT  1{K\7 

\1|  XK  iR  •WIX  M  hOK  Sptttial  Irtbpeclijr  ■Geni-niJ  fcir  Iraq  ReCunilru-L-citin 

SI  HU  [1  SiaiuH  |>1  Mfdksil  bquipniiriil  and  Noti-Ciiiijitnjciioii  [limi  Idr 

Prirn:.'  ;.  I  kjliliL-jrE;  L'^nLt;rs,_  ['Jraft  Audit  Report  i5l|Cr|R  .1  aimary  .  2DfJi7> 

Jliia  Ji  J.<1  r\:[hir1  \Vij.s  pfLivitleJ  wilh  rec-nmrn.cniliilii.ins  Jin;J  rct;3ucvl  for  inpyl  npi  the  rcparl  itself  In 
thqj  Ueiseral,  K:C  -I; A.  [it  he  ei^vrdinnied  with  ihc'C’omm:iJiclinji  Gcnti-ral,  GRP 

1|R|>  li.T.^  h>r[TipHy  rc^spnndftl  to  S|G]R_  lUldressmiH  ihtl  rttonnriendaiiiLirts  dJid  other  afca^  nf  ihc 
ifpi.ri  rile  t.dCll  TcSponiic  wiljJ  priivideJ  Lu  JCf-L-.A  subsequcnl  In  RvHm-sjwio-n  lo  ?l!OIR. 
f  L  iLikc:-  no  c.xceptinn-i  Ln  eJh:  respiinsc. 

HmsL"i.ci.  ifi  -j-.A,  SA  i'll  iiddiCSN  s^lilc  iireiSi  otthe  repuEt.  I’hesc  tifc  fli  follu^vi. 

Pa|j.i-  i] 

HL-porr  at  prcseni  ilic  JoinL  Coiitrac^iiriu  CLimmtiriLl  -  [niq'AJ-^hdJii^ian  (JCC- 

I  \  I,  ~\Vl  .: •  mii niLLPd  lltai  f^r'uKurcd  ihe  medic jI  c^uipmcnl  Ihr  CiR.r>.,  dnes  nnl  kpiinw  Iflhe  wurmnly 

TL^r-.iiin-  ir  iVrce  H'C-l  ’A  rcpi-MtH  ihiti  d  WAirkinfi  wiilt  (iRD  H>  nesnlye  iltc  staiiis 

K>.ArT:in\i. 

aiid  I"n5;i.-  S 

Ur-dj  .K>::iiS''n  riic  PafsnniJ  controcl  requirtjd  ih2\  the  medicaJ  equipmeni  purchased  for  ihe 
F'l  U  include  .i  i  d-miintb  w.wTt3rHj  t.iKL>  previously  told  us  that  it  believes  that  die  wainmty 
Mkc  J  eriec:  jpon  iiiiiLaliaiii'-n  ufchc  eqiaipnrcnt  m  ihc  PHCs,  Mnwever.  JCt  -L-'A  has  been  unahk- 
s>  prii’p  ide  any  dnctimcntaiton  that  dvMribes  ihe  piecisa  lenns  of  the  vvanauiy  aijreeinent. . . . . 

ij'C  -J-  A  C».:Ttamen[:a  lor  both  paec  li  and  Paui-  ahovc.  1  here  arc  two  medical  cquipmeni  HP  As. 
(lilt-  i:i  VMilli  GcFitiral  Eleesrie  iGEj  and  one  ij^  tci  .■\|lla:nna  Sciernific  l]lrLig  Hurcau  for  ipifitq3liLl.joni 
[i.~kLl  ci^mmihSKin  i-l  the  medical  equipment  and  to  train  Mlnisirv-  of  tleaJdi  persormeL  on  that 
L-qmpnunt.  iap  will  only  initnlL,  Cnmrnisiiiitirt  juid  iniLn  ibr  CE -cquipmcnl.  AlBajin?  uiU  iosUiJl. 
coiTiinh&.aioii  jiiu;  train  for  all  o^hcr  medical  equipment.  JLC-L-‘A  asked  both,  companies  tor 
vvajTjri'y  mtormflti'Ofi.  JCC-]  .A  received  on  Immediate  response  fram  GH.  Htating  that  tnc 
rn^iiuLAvturcr  »A*aj7iiJicics  4Lre  ellfcetivc  tor  months  from  the  invoice  data  or  12  months  from  the 
L  i  pm  mi:i -^1111110 lintc,  whichev-cr  i-s  sooner.  Ilia  AlLlanna  Company  JoAvonied  our  requcit  to 
^^rnph-jny  \\ho  pLirrhiis.?d  ah  other  medical  equipment  on  behalf  of  1‘anaunH,  ilic  prime 
^.mir-j-Liur.  .Ai  of  1 7  lanu.ary  2IW17  .K  has  yei  ii>  n^celve  u  response  ftviiti  AlBiinna  tir 

Syrnphoriv  ahnut  the  warranty  ot'wll  mlier  ni*dhcal  equipment.  JCC-I/A  has  Tequcsicd  w^urLuiiy 
inivUT'ialiL-n  I'mm  P^rsonR.,  ImT-v-cver.  PaiWllS  iias  noi  rcipundcd  hj  this  requesL  In  addLEion,  JCG- 
I  A  mil  pri\>  Su  ihc  uriginal  n^iitcn’.urnt  hcmccn  Parsocii  and  thtTr  SUl>L;L»n tractor.  Symphony, 
it  i  -r  i1oc5  not  mBintairv  invoices  and  relies  upon  thcpr-njgram  olTicc  lo  process,  inspect  and 
N  e  ^oseriimcnt  iteni*i  purchased  under  the  contracL  Thas  cquipiiieriL  was  purcKiised  by 
SMiij’hrir.;s  js  a  sutMTisnlnicE  In  Pan«in^-  undcf  their  cost  reimburse irieiu  cijiilrjct  lor  corLsLrui:E.iuin 
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n;  the  priniarj  hentthcare  cemer^.  All  witmuiiy  documcnlatkon .  invoices  and  pay  vcnadicra  are 
xs.  iili  Svffl  phony. 

Ba^c  iki 

Unilt  Report.  ...C>RE)  nrid  JCC-’I/A,  however,  did  naL  take  ctTetilivic  s)cui,>n  l-o  protccl  -all  pf  thfc 
fumiTurc  snd  uonsuini-ahlir  [medical  s-upplics---., 

Lk>mrtienta.  JCC-L'A  LBndcmond  tbe  orifciinaJ  inient  was  to  liav^?  the  enuiipmcnt 
delivtzjrJ  for  "ju.ii-in-iimi:-"'  injtal Laden.  The  ru-direL-tion  ui  Abu  Ghraib  wss  the  ptan  tp  pnnieci 
the  fLiiniiLinr  constiniable  medical  aupplira. 

Patic2 

PtJifL  Reporj  -.  \ }  neither  JCC-J-'A  not  £jR.D  Lociik  Jippropriate  actigns  to  ensure  that  medicat 

n^ijuiipmejii  dclivoitd  lu  .Abu  Ghraib  warehouse  W4S  properly  aceepted.  inspecEiid  and  invonEoried 
by  jirtv  authorised  Gcivernment  represietiiittivc;  a  lar^B  number  of  the  equlpmenl  shipping 
CTahJS  had  some  ivpe  of  viiiimi  durai^c;  and  there  wns  a  quesiion  about  whether  the  l^-rrUhnih 
w  aminiii  pruvided  by  Parsons  ss  pan  of  die  basie  ecjuipracnl  purehasc  cootracE  'woui-d  contimje  to 
oppJv  given  the  delayed  delivery  u?  und  ibc^  insta.|lition  in  the'  PHCs. 

JLT  -t-A  I.  ^:?mrncniji  Agsiin,  the  red!  reel  ion  (ci  Ahu  Ghraib  was  a  fix  to  address  ibe  over-ufehiitj* 
issue  cif  P^irsotits'  rndura  to  constraes  the  PHCs.  iCC-l/A  did  JiL'eompiin^  QRD  program 
personnel  in  an  inspeciion  and  inventisry,  which  prc’datcd  the  issuance  of  contiiatts  to  instill  I  ruid 
CQEnundSfiiuti. 

Fage  4 

Draft  Repurt  . .  .at  present  the  JCC-i.-'A,  Ibc  command  ihni  pFracured  the  medienJ  cquipmCTlI  tor 
GRD.  does  nol  know  if  the  worromy  rerrtuins  in  force.  reports  lhal  it  is  w=orkiny.  with 

GUd  til  resolve  the  is^ue. 

jGk.-jAA  C omments.  JCC-hA  LUiderHEiuids  thu?  fundamental  realLly  that  eiII  warrantLeSn  aJbeit 
medUial  i^^uipmcnt  or  any  othar  warrants  item,  art;  haittiled  cm  a  casc-by-casc  basis,  1  his 
rriiisltcal  equipment  wai  procured  hy  SymphoPLy  as  a  subcontractor  uncteir  the  PiLnson^  conCrnct.  lE 
wui  detivered  by  a  subcontracoir  n\  diffirinfi  clmes  thi^iugh  ihc  duraltcin  of  she  coniract.  Our 
isppraoch  cnniinud-i  rg  be  commined  lo  obtaining  tine  greatest  value  m  e^iuipm^nt  and  w-arriuity 
and  ivc  hik  wEirkinij,  tu  nesolve  this  wunnaniy  issue  s^iih  All  the  relevant  -stELkcholderSr 

PaHiK  5 

Drafc  Rcpcifv  Htiwc¥CE.  Jt-C-L^A  JjLii  Ljcen  uimhlc  to  provide  any  documcncaTion  that  describes 
the  praciie  terms  of  the  womuity  agreement,  ['he  original  plan  antietpoted  that  medieaJ 
equipment  would  be  delivered  directly  to  the  PHCs  for  instaJIacion. ... 

JCC-i 'A  Cammenu,  I  his  is  correct.  JCC-LA  eontiuucs  \o  pojrturc  both  Parsons  and  Sym phony 
for  die  W'amaiiEy  agreement. 

5. 

Orart  KepoQ  ...  A  repDiied  thit  ii  is  ssill  in  [he  process  of  tiaihertng  wajTflnty  ittfarmaiiup 
from  Pannup-  and  has  not  yet  cun  united  the  equipment  manufactureru^..,^ 
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UT-I  A  t  nmmerni..  JCC-I^'A  has  pcisturca  PareoTis  ftw  its  stE^^emclU  wUh  iis  subccMitmcCDir. 

Yhs\r  suth^onina^tQr  kit  JiJi  irquiptnenl  manufacturer.  JL’C-L'A’s  pc»tiUon  is  ° 

wftrranly  Infuimsitian  wt  artd.  she^ulc*  imm  ihc  sources-  doing  business  With  ihc 

(invemrnenl  Obtuuiing.  wflmmiy  Lnfonn4;iiuirL  from  the  equjpmaii  iTtiiiiutBi  lunsrs  ahoyJd  be  on 
t^ccurren*;!.-  uf  lost  rcRort. 

Pflgc  6 

DfuB  Rcptin  ...ORD  and  JCC4»‘A.  hovN-cVef.  did  mnna'ke  emsctive  uttior  top^^inKi  nil  nf  the 
tumLcufe  and  coniumnbic  medienJ  supplics--.- 

m  -I  A  Lummenti-  commemsi  aa  above.  JCC-I.-A  understood  the  oriyiinat  LriLEni  was  m 

tuive  the  equlpmem  delh-cr«j  For  -just-m-Liinc*’  trvsuillMiion.  I  tic  re-Jir&ction  to  Ahu  ^^hnub  was 
ihc  plan  lo  pmtcci  the  furniture:  ind  consumable  mudkat  supplies, 

Fuifte  -Cj 

l>rafL  K^n  . . .  AtcoHJin  it  icj  JCC-[.'A  ofTlciial,  ihc  Tiirniture  was  accepted  In  order  lo  pay  the 
.11  ni  me  tor,  but  the  o  Oleer  uccepiing.  Ihe  fijmifure  did  rwjl  inspect  w  inventory  iti  e  furnitu  nc. 

■k‘r-l/A  Corern-anig-  Ths  DI>  250  in  JCCd-'A  files  indiciitea  tlw:  fumitui^  wbs  4ccepted  hy  n 
reprcscnmiJ  ve  of  :0.  which  la  rvovv  GRD 

Pu-ge  « 

Draft  Report  .  .Htiwerver.  JCC-I/A  remains  uncertain  ahoUL  the  warmniy  rights  are  and  has  been 
^Inw  TO  gather  dial  iirvfontiatitjn..,  .. 

H  I  -l.'A  CLimcneihi  JCC-h  A  wus  nlnle  lo  cffcvlivE  ly  engage  ihe  connasior  on  nhc  reccnily 
awnrJrtl  BFAswilh  tit  ttrtd  AlBanna.  Amwna  sen  I  ibc  nsitueal  Tnr  winanli'  rnjhLS  inlormaLioti 
m  SMnphiitnr,  ihe  ■whcnrtlfflctor-  JCC-l/A  received  an  immediaie  resFKwse  from  CrE,Jis 
pf4f\-kiosli  discussed.  Syniphonv  acknowladsctl  the  renucsl  and  pruinised  n  nr|>ly  a»  soon  as 
they  irould  check  the  wan-anty .  JCC-l.'A  la  ivuitirg  Ibr  llw  neplv  from  SyjTiphfiny- 

fuge  8 

iJrali  Rtf  Bun  -  -We  nlso  i  Jeniified  nvo  .supiKiiiing  roti-cuns  truct  ion  cortirtcti,  for  fumifun;  and 
conHiioubJc  medica]  supplies,  for  which  JCC-I/A  did  new  lake  appropriate  action  lo  address  ihe 
need  for  iiiapcctitin  and  invenlory  of  ihe  items  purchased-  As  wiili  mcdicol  equipmenL,  ihis 
trcaLca  li  risk  diBl  ibc  U.S.  ODvcmnit-nt  will  hear  responsibility  for  linking  or  danifltpjJ  items, 

JCL -i  .A  Camments.  iCC-l/A  was  never  Lionsuhcd  itr  niquc5H;:d  to  OKist  the  cuitomer  in 
inspccunc  or  invcnuir^-lng  the  rumitiure  or  consumable  supplies.  The  repon  LciaccunncD 

uasigJiB  this  rfcspansihiliiy  i£i  JCC-I  'A. 

Puur  npcoiTutiendations  ivcns  oddruiistfil  to  JCC-J'.A  for  coord  inaiion  wiih  ORD.  (JHD  pros-1^ 
a  direct  tormal  response-  JCC-l-  A  ha-v  reviewed  the  HRD  response  and  generally  concurs-  The 
rcceimmcndaliiiins  are  addrossicd  sis  follows: 

la.  Cunduci  a  cormplete  inveniory  and  Lnspcclkin  of  rumiture  ai  ihd  Eihil  5i£irage  faciliiy  as  soon 
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-It  C-J/A  ReipoDiic.  Cuncur  ivlth  -ORD  response  that  iUi  invcnirij^'  pind  inspeuiiDn  uf  i}iq- 
fumilun;!  Jcicatifd  Jll  the-  l-rhil  nwai-e:  laciljiy  win  be  Lonductctl 

lb.  L.'hiijj!  the  invt!rt[or>'  ctf  all  furniiufi;  currently  siured  ^  the  Erbi!  SEori^e  fAL:]lLticii,  take 

appmpriiite  UL'iionii  njt  recoup  the  corp  of  atL  iunn^  laund  miasini^  or  damaj^pd  nr  determint  Henw 
Eftii  or  damugeJ  lorn hu re  will  h^rv-placed. 

It  f  -|  =  rv  Rcjponii;,  Coiictii 

lc.  (.  oiiilucTacompItic  lrivirniin>-  qnd  inspft:Ti*i>  Dfiill  the  eonsurnitblc  medical  supplies  ns  som 
as  poasibk- 

J(.  C-L'A  Rcspniisc.  Concur  ivrth  GtCD  rtbpisnjic  ajid  approach. 

ld.  Cmmi^  ihtf  m ventof}  liiiiti^ ofconisiuniibJe  iTwdical  suppliers  iiurTonlty  slorcd  ai both  ihc  Ahu 

ijhraib  and  Lrhil  iloin^e  racflitics,  mkc  appropriote  aciicm  ui  recoup  the  cost  of  all  itemi  foiind 
rnisr^iirv^i  ca-  dninzi^ed  (ir.  if  the  cannoi  be  rcpJaiJMl  by  ibc  cooiriictpr.  determine  haw  iticTH; 

ik'rti!!  wr]|  he  replaced. 

JCC-LA  Heibpanac.  CiFncur  with  CRD  itspnnsc  and  plan  of  act  ion  Id  replace  miHing  iCcm5  at 
cime  Q\'  deiivtirt-  ft}  cEunpIdcJ  PIJC  facilifics, 

the  JCC-E.‘A  portil  ufeonmcl  tor quciiioni;  regard i ng iJliib  nsiponse  is  RytJi  Anne  liamcs.  f-^hone: 


DougLai  W.  Packard 
Principal  AsiSismiit  Responsible 


Ebr  CanifBcirng  -  Iraq. 
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Management  Comments 

Gulf  Region  Division,  U.S.  Army  Corps  of  Engineers 


CF-ORD-CO 


DEPARTilENnr  OF  THE  ARMV 

LIJS.  AHMYCORPg  OF  EP«NE£ft$ 
GULF  REJGIOM  DrVISION 


19  laniiary  2007 


MliMORANDUM  FOR  Special  [rBpoctwr  General  tor  Iraq  Rjeconstructlon,  US  Embagsy  Annex, 
M-202,  Old  Fiesidcntlal  Palace,  APO  AJG  09:3 16 

SUBJECT;  Draft  SIGIR  Audit  Report  —  Status  of  Medical  Equipment  and  Other  Non- 
Constmc-tion  Items  Purchayed  ItHr  Primary  UjeaJthcaic  Centers  (SIGfR-06-OJO^ 


1 .  This  memorandum  provDdes  the  U.S.  Ajfmy  Corps  of  Engi-nceis,  Gulf  Region  Division 
response  lo-  the  subject  draft  audit  report. 

2.  J  hc  QnlF  Region  Division  wncirrs  with  the  recommcTKiationii  wncained  in  tlie  draft  report. 
Wc  havT:  provided  additiond  information  regarding  the  coi>ciugioji?j  and  discussion  in  this  draft 
repport.  See  die  enclosure  for  detaiLs. 


3 .  I’hunk  you  for  the  opportunity  to  revdew  the  dra  ft  report  and  provide  our  WTitten  comments 
foe  iTwjorporaiion  In  the  final  report. 
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COiOlAM)  RZPLV 

SIGER  Draft  Audit  Repoi  t-  Stam^  ofiMedical  Equipmeur  and  Other  >'on- 
Con^trucricin  Irein^  Purchased  foi'  Priinai'y  Healthcnire  Ceatei's  (SIGIR-06-D50i) 

RecQininendatiuD  and  CQnmfiand  Confiiifieiits 

Page  iii.  Rei:oiifiiifieud.'itlons 

We  reconmiend  that  the  Couimandiug  General  JCC-L'A;  in  coordiuaticu  ^Aith  the 
Cciumaudina  General  GRD: 

Reccnmr.endatiQU  1 .  Conduizt  a  complete  inventor^’  and  in^pecdcn  of  fumtaue  an  the 
Erbd  storage  fecihty  as  soon  as  possible. 

Actions  Talen.  Concur.  GPD  will  conduct  a  complete  inventor}-  and  inspection  of 
fininture  at  the  Erbil  stora  facilit}^ 

R.ecoimi:erLdation  2.  Using  the  inventor}^  of  aU  fininnue  items  cuirendy  stored  at  the 
Erbil  storage  fecihties.  take  appropriate  actions  to  recoup  :he  cost  of  all  items  found 
missing  or  damaged  or  determine  hm\-  this  missing  or  damaged  fominne  wall  be  replaced. 

Actions  Taken.  Concur.  GPU  will  tate  appropriate  actions  to  recoup  the  cost  of  icems 
foimd  missing  or  damaged.  Using  existing  Blanket  Purchase  Agreements.  GRD  plans  Co 
replace  items  identined  as  missing  or  broken  ac  the  time  of  delivery  to  :he  PHC*  facihties. 

R.ecomn:endation  3.  Conduct  a  complete  inventoiy  and  inspection  of  aU  of  the 
consirmable  medical  supplies  as  soon  as  possible. 

Actions  Taken.  Concur  in  part.  Pubhc  Warehouse  Corporation  (PW*  C),  GRD 
Reconstruction  Logistics,  and  Programs  persomiei  inspected  and  iutneutoried  all  of  the 
consiunable  medical  supplies  at  the  Abu  Ghraib  warehouse  in  die  summer  of  2006.  GRD 
will  conduct  addidonal  invencor}'  and  inspection  in  c  onjuncdon  wdth  deli%'erie&  to  PHCs 
a^  they  are  completed. 

R.ecoimr.endation  4.  Using  the  inventor}^  lisdng  of  consumable  medical  supplies 
currently  stored  at  both  the  Abn  Ghraib  and  Erbil  storage  facilities,  cake  appropriaoe 
action  to  recoup  the  cost  of  aU  icems  found  missing  or  damaged  or.  if  the  items  cannoc  be 
replaced  by  the  contractor^  determine  how  these  items  wtill  he  replaced. 

Actions  Taken.  Concur.  GRD  wdl  taEe  appropriate  action  to  recoup  the  cost  of  items 
fcimd  missing  or  damaged.  Using  existing  Blanket  Purchase  Agreements.  GRD  plans  to 
replace  items  that  are  identified  as  missing  or  broken  at  :he  time  of  deliver}-  to  the  PHC 
facilities. 


Enclosine 
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AddirionaL  Ctuninent^ 

GRP  Ovarall  CoTmnent.  Tli-e  report  faih  to  recogoize  due  effort  diat  GRP  took  to 
mtdgat-e  tbe  li^k^  involved  in  securing  and  protecting  tlie  medical  equipment, 
consiunables  and  fkrainne.  If  GRD  hadn't  ananged  to  have  these  item^  delivered  to  the 
storage  fecihdes.  the  items  would  have  been  at  an  extremely  high  risk  for  pilferage  atid 
susceptible  to  damage.  GRD  toot  pretdously  UEprecedented  actions  during  :he 
inspection  and  inventorv'  process.  This  process  included  taking  pictures  of  the  condition 
of  die  packaging  and  crating  of  all  items  at  the  Abu  Ghraib  warehouse  to  dociuneD:  any 
obseR-ed  damages.  GRD  continues  to  maintain  control  and  o\- ersighc  with  w^eekly 
equipment  accouncabihty  reports.  In  relation  to  the  Erbii  warehouse ^  the  Ministry-  of 
Health  controls  this  facdiw^  It  is  in  the  Ministrv^'s  best  interest  to  exercise  control  and 
oversight  of  the  medical  itenos  stored  There  since  the3^  are  the  ultimate  benefactor  of  the 
items  when  delivered  to  the  PEC  :&cilitie&. 

Page  i.  Inti'oducdon. 

Draft  Report.  Due  to  the  timing  of  the  contract  modificatiorL  howe\'er,  the  U.S. 
Goi’emmeoc  did  not  reduce  the  number  of  medical  equipment  sets  to  be  procured  by 
Parsons  to  correspond  with  the  reduction  in  &cihdes. 

GRD  Commeni^.  GED's  contract  to  construct  PHC  facihties  through  Parsous  was 
significantly  reduced;  how^ever.  the  overall  PEC  constmcdon  requirement  remained. 

GRD  prociuied  medical  equipment  sets  based  on  this  overall  requirement. 

Draft  Report.  The  U.S.  Army  Corps  of  Eugiueers-Gulf  Region  Division  (GRD)  has  since 
negotiated  Srm-fi.xed-price  contracts  for  cousTnictiug  addidonal  PHCs.  and  expects  to 
build  135  of  them.  .Aloc^  widi  the  seven  PHCs  Parsous  comple:ed.  there  are  expected  to 
be  a  total  of  142  PHCs. 

GRD  ComuiePTS.  Recommend  rewordiug  to  read^  "The  U.S.  Army  Corps  of  Eugiueers- 
Gidf  Region  Dtosiou  (GRD)  has  since  uegotiated  nrm-fi.xed-price  concraccs  for 
constructiug  PHCs,  and  cmrently  expects  to  complete  136  of  them.  Along  with  the  six 
PHCs  Parsons  completed,  there  are  expected  to  be  a  total  of  142  PHCs  {plus  the  Training 
academy  for  a  grand  total  of  143). 

Page  iii  Results 

Draft  Report.  The  Government  contracted  for  1  IS  sets  of  cousiunable  medical  supphes 
to  prelude  approximately  a  90-day  supply  for  each  PHC. 

GRD  Commen-^  Recommeud  rewordiug  to  read^  "The  Govemmeut  contracted  for  1  IS 
sets  of  consumable  medical  equipment  supphes  to  pro\ide  an  esdmated  90-da  v  supplv  for 
each  PHC. 


:5 
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Page  4 

Draft  Report.  We  still  belie^'ie  that  knoT^ina  wliat  equipment  iceuos  recen'ed  and  :lie 
condition  of  die  medical  equipment  at  the  time  it  wa^  received  is  nece^iai^-  to  mate  an 
objection?  determination  of  who  has  responsibility  for  missing  or  damaged  equipmenc 
(Parsons  or  the  U.S.  Government).  GRD's  current  piau  is  to  open  "he  crates  at  the 
respective  PHCs. 

GRP  CormnePTS.  GRD  helieT.es  that  conductiug  imeutories  and  equipment  fiuictionalm- 
tests  at  the  w- aiehoiise  would  have  limited  or  no  \'alue  in  determining  responsibility  for 
missing  or  broken  items.  Since  the  U.S.  Government  has  already  received  the  macerials 
and  equipment;  ic  is  already  out  of  supplier  or  manufectiner  control  and  "after-die-fact" 
inspections  at  the  w^arehouse  would  likely  be  disputed.  2n  addition;  in  order  to  test 
equipment  for  functionalm-  at  the  warehouse,  the  icems  will  first  have  to  be  uncrated  and 
assembled  by  a  professional  medical  equipment  seam.  Providing  adequate  connections  to 
the  necessary  lufrastmctme  would  be  probSemadc  at  best  and;  following  cestirg,  :he 
equipment  would  have  to  be  disassembled;  re-packaged_  and  re-crated  in  order  to  be 
shipped  to  the  ulnmate  destination.  A  similar  process  w^onld  be  necessary  for  fumiane. 
We  also  beaier'e  that  equipment  testing  in  a  warehouse  en\ircument  may  be  confusing  or 
inconclusive  as  the  results  of  w  arehouse  tesdng  may  be  inconsistent  wdth  :he  resulcs  of 
tests  conducted  in  an  en\Tioumenc  where  the  equipment  would  normally  be  used. 
Ultimately,  performing  such  inspections  w^oiild  not  be  an  efficient  use  of  fimds.  or  the 
wort  force. 

Page  ? 

Draft  Report.  The  Parsons  contract  required  diat  :he  medical  equipmem  purchased  for 
the  PHCs  include  a  12 -month  warranty.  GKD  previously  told  us  that  it  believes  thac  the 
warranty  takes  efiGect  upon  installation  of  the  equipment  in  the  PHCs.  Howe  ver,  JCC-LA 
has  been  unable  to  provide  any^  documentadon  that  describes  the  precise  terms  of  the 
warranty  agreement. 

GPJ^  ConnuePTS.  JCC-I'.4  has  informed  us  that  manufacturer  warranties  are  effective  for 
15  months  from  :he  invoice  date  or  12  mouths  from  the  commissioning  date  (w^hichever 
is  earher). 

Page  7 

Drafr  Report.  We  were  imab^e  to  decermiue  why  only  1  IS  sets  of  consumable  were 
ordered  for  the  150  PHCs. 

GRD  ConnuePTS.  GRD  has  determined  diat  only  a  limited  amoimt  of  medical  equipmenc 
consiunables  was  prociued  due  to  fimding  constraints  at  the  time  of  order.  The 
Go\^mment  expectation  w^as  that  the  quantiw  of  consmnables  procured  would  be 
sufficient  for  ''start-up""  and  that  the  remaiuing  consumables  could  be  procured  later  w^hen 
fimding  constraints  were  removed. 
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SIGIR’s  Mission  Regarding  the  U.S.  reconstruction  plans,  programs, 

and  operations  in  Iraq,  the  Special  Inspector  General 
for  Iraq  Reconstruction  provides  independent  and 
objective: 

•  oversight  and  review  through  comprehensive 
audits,  inspections,  and  investigations 

•  advice  and  recommendations  on  policies  to 
promote  economy,  efficiency,  and  effectiveness 

•  deterrence  of  malfeasance  through  the  prevention 
and  detection  of  fraud,  waste,  and  abuse 

•  information  and  analysis  to  the  Secretary  of 
State,  the  Secretary  of  Defense,  the  Congress, 
and  the  American  people  through  Quarterly 
Reports 


Obtaining  Copies  of  SIGIR  To  obtain  copies  of  SIGIR  documents  at  no  cost,  go 
Reports  and  Testimonies  ^o  SiGiR’s  Web  site  (www.sigir.mil). 


To  Report  Fraud,  Waste, 
and  Abuse  in  Iraq  Relief 
and  Reconstruction 
Programs 


Help  prevent  fraud,  waste,  and  abuse  by  reporting 
suspicious  or  illegal  activities  to  the  SIGIR  Hotline: 

•  Web:  www.sigir.mil/submit_fraud.html 

•  Phone:  703-602-4063 

•  Toll  Free:  866-301-2003 


Congressional  Affairs  Marthena  Cowart 

Assistant  Inspector  General  for  Congressional 
Affairs 

Mail:  Office  of  the  Special  Inspector  General 
for  Iraq  Reconstruction 
400  Army  Navy  Drive 
Arlington,  VA  22202-4704 
Phone:  703-604-0368 
Email:  marthena.cowart@sigir.mil 


Public  Affairs  Denise  Burgess 

Assistant  Inspector  General  for  Public  Affairs 
Mail:  Office  of  the  Special  Inspector  General 
for  Iraq  Reconstruction 
400  Army  Navy  Drive 
Arlington,  VA  22202-4704 
Phone:  703-428-1217 
Fax:  703-428-0818 

Email:  PublicAffairs@sigir.mil 
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